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1971 IN BRIEF 


Change 


Operating revenue az 14:2% 


Operating expenses, before depreciation 


and amortization i 16,632,816 15,641,341 + 63% 
Cash operating income 2,152,539 805,129 + 167.3% 
Depreciation and amortization 6.6% 
Net earnings (loss) for year +156.5% 
Operating ratio + 291.7% 


Return on investment AF 4.5%) + 360.0% 


Earnings per share 
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TO THE SHAREHOLDERS 


Your Company realized a net profit of 
$563,191 from its 1971 operations, equivalent 
to 17¢ per share of outstanding stock. This 
marks a sharp turnaround when compared to 
a loss of $996,960 sustained in 1970. 


International Operation 


Revenue from International Traffic increased 
15.4% over 1970 and operating expenses in- 
creased 8.1% for the comparative period. | 
am gratified by the marketing results we 
achieved in the face of increased competition 
in the charter market by Canadian scheduled 
and charter airlines and foreign scheduled and 
charter airlines. The scheduled airlines are con- 
centrating on increasing their participation in 
the charter market and |.A.T.A. (International 
Air Transport Association) has reached agree- 
ment on ‘excursion fares’’ in an attempt to 
lure the charter buyer to utilize their services. 
Wardair’s consistent record of on-time relia- 
bility and high standards of passenger service 
will enable us to meet this competition. The 
“excursion fares” of the scheduled carrier are 
still higher priced than a pro-rata affinity 
charter fare or the airfare portion of inclusive 
tour packages. 


Although we enjoyed a good increase in 
North Atlantic charter traffic during 1971 our 
participation in the total market dropped 6% 
to 21.3%. This decrease resulted from the 
proliferation of scheduled and charter carriers 
serving the market — particularly foreign char- 
ter carriers offering lower rates. 


To enable us to increase our participation in 
the market and to keep pace with the growth 
of the charter industry we must increase our 
aircraft capacity and seat availability in the 
relatively near future. 


Your Company is continuing to develop 
package tours on an affinity basis and is ex- 
panding its market effort in the sale of inclusive 
tours to tour operators. Wardair was one of the 
pioneers in developing package tours for the 
Canadian public and public response to pack- 
age holiday tours is rapidly expanding. In 1971, 
Wardair increased its Inclusive Tour Revenues 
by 114% and we are projecting further in- 
creases for 1972 in this important market. 


Wardair is disappointed at the lack of prompt 
action by government regulatory bodies in re- 
vising the rules relating to operation of Inter- 
national charter flights. Enlightened regulations 
that recognize the true role of the charter air- 
line in the transportation market and make it 
easier for the public to avail themselves of this 
unique type of air transportation is sorely 
needed. Your Company will continue to main- 
tain close liaison with regulatory bodies, Cana- 
dian and foreign, in our attempts to bring this 
about. We believe beneficial changes in regu- 
lations will come into being in 1972 and Ward- 
air will be ready to participate in the benefits 
~ resulting therefrom. 


Wardair has become a member of the Inter- 
national Air Carriers Association, a worldwide 
group of charter airlines, in order that its voice 
may be heard in the various countries we now 
serve and those we intend to serve as we ex- 
pand our operations to new destinations and 
further increase our participation in the holiday 
market via the medium of affinity charters, 
holiday packages and inclusive tours. 


Northern Operation 


The Northern Division showed a 120% gain 
in net profit over 1970. The Northern aircraft 
fleet as at the end of 1971 consisted of one 
Bristol 170 freighter, two DeHavilland DHC-6 
Twin Otters and one DeHavilland DHC-3 single 
engine Otter. One Bristol freighter was badly 
damaged in the spring of 1971 after landing, 


due to sudden deterioration of the ice landing 
strip. Salvage was not considered practicable. 
This loss was covered by insurance. One of the 
single engine DHC-3 Otters was sold in June, 
1971 at a profit. In January, 1972 the Company 
took delivery of one additional DeHavilland 
DHC-6 Twin Otter. Financing for the purchase 
of this aircraft was arranged through the Indus- 
trial Development Bank of Canada. The addi- 
tion of this highly versatile aircraft to the 
Northern fleet will help to increase the effi- 
ciency of the Northern Division and we look 
forward to continuing growth in this phase of 
the Company's operations. 


The Air Transport Committee of the Cana- 
dian Transport Commission has proposed to 
Class 4 domestic charter carriers, under which 
we carry on the Northern operations, that they 
should apply for a ‘‘protected base” license, 
plus such other bases as may be deemed neces- 
sary by the government to serve the public 
interest. The Company is proceeding with an 
application in this regard and will continue to 
press vigorously for expanded rights in the 
north to serve the growing needs of this dy- 
namic domestic market sector. 


General 


In December, 1971, Mr. Thomas L. Spalding, 
Executive Vice-President of the Company was 
elected to the Board of Directors; Mr. J. Joseph 
Estock, Director of Finance was also appointed 
Assistant Secretary. 


We labelled 1971 as a year of challenges and 
opportunity. A special tribute is due all of our 
employees in rising to those challenges. Reve- 
nue increased substantially and operating costs 
were carefully controlled. Further improvement 
in revenues, cost control, product development 
and planning, and, hopefully, government reg- 
ulations in 1972 which will permit healthy, 
sustained and sound growth of the charter 
market, should result in further growth and 
financial stability of your Company. 


MAXWELL W. WARD 
President. 
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WARDAIR CANADA LTD. 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1971 


(Note 1) 
1971 1970 
OPERATING REVENUE $16,446,470 
OPERATING EXPENSES 

Flying operations 11,241,288 

Aircraft, traffic and passenger services 2,797,854 

Sales and promotion O27 521 

General and administration 674,678 

Depreciation and amortization 1,204,505 

16,845,846 

Income (loss) from operations (399,376) 

INTEREST ON LONG-TERM DEBT 561,704 

(961,080) 

~ OTHER INCOME (EXPENSES), net (35,880) 

NET EARNINGS (LOSS) (Note 9) (996,960) 
Retained earnings at beginning of year 


2,634,648 
RETAINED EARNINGS AT END OF YEAR $ 1,637,688 


EARNINGS (LOSS) PER SHARE (Note 7) (319) 


WARDAIR CANADA LTD. 


BALANCE SHEET AS AT DECEMBER 31, 1971 


ASSETS 


CURRENT ASSETS 


Cash 
Accounts receivable — trade 
— other 


Inventory of materials and supplies, at the lower of cost 
and net realizable value 


Prepaid expenses and deposits 


Current maturity on investment 


INVESTMENT, less current maturity 
(Note 2) 


FIXED” ASSETS, ati cose 
Flight equipment 
Land, buildings and equipment 


Accumulated depreciation (Note 3) 


DEFERRED CHARGES (Note 4) 


Signed on behalf of the Board 


MAXWELL W. WARD 
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Director 


1971 


(Note 1) 
1970 


$ 1,428,768 
182,796 
108,200 


837,146 
490,482 


3,047,392 


13,675,793 
1,450,963 


15,126,756 
3,483,876 


11,642,880 


1,310,521 


$16,000,793 


LIABILITIES 


(Note 1) 
CURRENT LIABILITIES 1970 
Bank indebtedness (Note 5) $ 1,500,000 
- Accounts payable and accrued liabilities 3,091,464 
Charter prepayments 938,386 
Current maturities on long-term debt 870,370 
6,400,220 
PROVISION FOR AIRCRAFT OVERHAUL 8217995 
LONG-TERM DEBT (Note 6) 6,127,614 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 7) | 
Authorized 
5,000,000 common shares of no par value 
Issued © 
3,237,400 shares 1,013,276 
RETAINED EARNINGS 1,637,688 
2,650,964 


$16,000,793 


WARDAIR CANADA LTD. 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1971 


(Note 1) 
SOURGE OF FUNDS 1971 1970 
Net earnings (loss) $ (996,960) 
Non-cash charges 
Depreciation 1,127,263 
Amortization of deferred charges 77,242 
Provision for overhaul 115,602 
Funds provided from operations 323,147 
Sale of fixed assets net of gains and losses 68,840 
Deferred charges = 
391,987 
APPLICATION OF FUNDS 
Investment i 
Fixed asset acquisitions 661,458 
Reduction of long-term debt 345,161 
Deferred charges 141,267 
1,147,886 
INCREASE (DECREASE) IN WORKING CAPITAL (755,899) 
Deficiency in working capital at beginning of year 2,596,929 
DEFICIENCY IN WORKING CAPITAL AT END OF YEAR 


$ 23/352,020 
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WARDAIR CANADA LTD. 


Notes to Financial Statements 


For the Year Ended December 31, 1971 


RECLASSIFICATION 


Where applicable certain 1970 figures have been reclassified to permit comparability with 1971. 


INVESTMENT 


The Company obtained a combined fixed and subordinated debenture to secure advances made for the development 
of inclusive tour markets. Under the terms of the debenture, repayment will be: $50,000 on June 30, 1972; $350,000 in 
ten annual instalments of varied amounts commencing December 31, 1972 including interest at 6%2% per annum; 
$100,000 payment of which is subordinated, will be paid by the debtor from future profits. 


DEPRECIATION 


Fixed assets are being depreciated on the straight-line method using varying rates calculated to amortize the cost less 


residual recovery over the estimated life of the assets. 


DEFERRED CHARGES 


Amortization 1971 
Inclusive tour development 4 years to 1975 $ 464,006 
Training expense 9 years to 1980 541,262 
Debenture issue expense the term of the debentures 68,264 
Predelivery expense 8 years to 1979 27,090 


$1,100,622 


1970 
$ 620,361 
582,564 
74,664 
32,932 
$1,310,521 


Advances made in prior years for the development of inclusive tours amounting to $620,361 have been deferred. 


These costs are being charged to income over four years. 


BANK INDEBTEDNESS 


Bank indebtedness is secured by an 8% fixed charge debenture. By agreement the actual interest rate is ¥2 of 1% 


over the bank’s prime lending rate. 


LONG TERM DEBT 1971 1970 
9.55% Debenture, due February, 1975; with monthly instalments totalling $935,000 
in each of the years 1972 and 1973 and $910,000 in 1974; secured by first 
fixed and floating charges on all property and assets and other security $2,780,000 $3,585,000 
6.50% Convertible debenture — Series A, due September 15, 1982; with annual 
purchase fund payments of $200,000 in the years 1972 to 1975, $250,000 from 
1976 to 1978, $300,000 from 1979 to 1981 and a final payment of $550,000 in 
1982. These commitments may be satisfied by cash payment, purchase of 
debentures in the open market at par or less, by redemption or conversion to 
common shares $3,000,000 $3,150,000 
Loan payable to a director, with interest at the prevailing bank rate; no fixed term 
of repayment 200,000 200,000 
Mortgages and agreement for sale; repayable by nominal instalments; secured by 
charges on specific assets 51,178 62,984 
$6,031,178 $6,997,984 
Current maturities 1,144,750 870,370 
$4,886,428 $6,127,614 


The terms of the 9.55% debenture provide restrictions on capital expenditures, the payment of dividends, salaries to 


officers and retirement of sinking fund debentures prior to maturity. 
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The 6.50% convertible debenture — Series A trust indenture provides for; redemption at the option of the Company, 
in whole or in part, subsequent to September 15, 1972 and before maturity, at varying prices reducing from 106.5% to 
100.65%; restrictions on the payment of dividends, salaries and issuance of share options to officers; the conditions 
under which additional funded obligations may be issued. 


CAPITAL STOCK 


The 6.50% debentures — Series A are convertible into common shares at the option of the holder on or before 
September 16, 1974, at the rate of $6.00 per share to September 15, 1972 and thereafter at the rate of $7.00 per share. 


Of the authorized and unissued common shares, 1,000,000 shares have been reserved to provide the maximum number 
of shares that may be required for conversion of the outstanding 6.50% debentures, and for the share purchase option 
which the company may elect to grant to the lessor of the Boeing aircraft (Note 8). The issuance of these shares will have 
no dilutive effect on earnings per share. 


COMMITMENTS 


The company has under lease until April, 1976 a Boeing 727 jet aircraft at an annual rental of $772,500 (U.S.) for the 
year 1972 and $737,000 (U.S.) thereafter. The company has the option to purchase the aircraft at the expiration of the 
lease for $990,695 (U.S.). 


The company also has under lease until February 1979 a Boeing 707 jet aircraft at an annual rental of $1,358,000 (U.S.) 
with an option to purchase the aircraft at the expiration of the lease for $1,500,000 (U.S.). 


Under the terms of the lease on the Boeing 707 aircraft, the company has granted an option to the lessor to acquire, 
during the thirty day period after April 27, 1976, 100,000 shares of the company at $1.00 per share. Also, under the - 
terms of the lease on the Boeing 727 aircraft as amended, the company must, between November 27, 1975 and April 27, 
1976 pay the lessor $1,516,000 (Cdn) or grant an option to the lessor for a thirty day period to purchase such number of 
shares at $1.00 per share which together with the 100,000 optioned shares shall total 10% of the company’s authorized 
capital stock as constituted on the option expiry date. 


Among other things the lease agreements restrict payment of dividends, redemption of stock and similar distribu- 
tions. 


The company took delivery in January, 1972 of a DHC-6 Series 300 Twin Otter at a price of $579,942. 


A hangar and office facilities are being leased for varying periods up to 1978. 


INCOME TAXES 


The company claims capital cost allowances and other deductions allowed for income tax purposes in excess of the 


related amounts reflected in the accounts, and provides in its accounts only for the taxes payable on its taxable income 
for the year. 


This accounting treatment differs from the tax allocation basis under which the income tax provision is based on 
earnings reported in the accounts. If the tax allocation basis had been followed in current and prior years, earnings for 
the year would have been reduced by $242,000 (loss would have been reduced by $522,000 in 1970) and reported earnings 
(loss) per share would have been: 1971 - 10¢, 1970 - (14¢). The cumulative amount by which retained earnings would have 
been so reduced to December 31, 1971 is $657,300. 


Notwithstanding the fact that the Accounting and Auditing Research Committee of the Canadian Institute of Chartered 
Accountants recommends the tax allocation basis for all but regulated corporations, company management does not 
concur that this method is appropriate. The capital cost allowance on flight equipment allowed for income tax purposes 
is substantially in excess of the depreciation recorded in the accounts. Consequently the deferred tax liability which 
results from the tax allocation basis will’be indefinitely postponed, and accordingly there should be no necessity to 
provide for an amount where the payment date is indeterminable. 


REMUNERATION OF DIRECTORS AND OFFICERS 


Remuneration of directors and officers in 1971 amounted to $218,500. 


Riddell, Stead & Co. 


CHARTERED ACCOUNTANTS 10117 Jasper Avenue, Edmonton 15, Alberta 


AUDITORS’ REPORT 


To The Shareholders 
Wardair Canada Ltd. 


We have examined the balance sheet of Wardair Canada Ltd. as at Dec- 
ember 31, 1971 and the statements of earnings and retained earnings and 
source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion, except for the effect of income taxes on earnings and 
retained earnings as explained in Note 9, these financial statements present 
fairly the financial position of the company as at December 31, 1971 and the 
results of its operations and the source and application of its funds for the 
year then ended, in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


Kybdill, Giadke + 2. 


February 2, 1972 RIDDELL, STEAD PASCO; 
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FUNDS STATEMENT 
1966 - 1971 


Sources of Funds 


Earnings 
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Common Shares 
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Working Capital 
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SIX YEAR REVIEW 


FINANCIAL 1971 1970 1969 1968 1967 1966 
Operating revenue $18,785,355. $16,446,470. $12,971,259. $ 9,094,465. $5,110,833. $4,397,078. 
Operating profit 868,078. (399,376.) 1,043,022. 754,375. 974,649. 698,995. 
Net earnings (loss) Boys}, Ih (996,960). 396,720. 376,873. 967,372. 408,336. 
Cash flow provided by 

operations 1,982,586. B23 147. 1,648,801. 1,340,743. 1,228,062. 764,038. 
Depreciation, amortization 

and overhaul provision 1,419,395. 1,320,107. 1,252,081. 963,870. 260,690. 355,702. 
Interest on debt Sil oils 544,589. 579,084. 439,636. 37,124. — 
Debenture debt repaid 955,000. 350,000. 855,000. 560,000. — — 
Additions to property 191,983. 661,458. 1,888,431. 1,713,907. 3,166,128. 797,250. 
Debenture debt 5,780,000. 6,735,000. 7,085,000. 7,140,000. 3,100,000. —_— 
Invested Capital 8,994,155. 9,385,964. 10,742,924. 10,381,204. 5,855,871. 911,684. 
Yield per international 

passenger mile 2.5¢ 2.5¢ 2.7¢ 3.2¢ 3.7¢ 3.5¢ 
Earnings per share 17.4¢ (30.8¢) 12.3¢ 11.7¢ 30.3¢ 14.9¢ 
Operating ratio 4.6% —2.4% 8.0% 8.3% 19.1% 15.9% 
Percentage of debt to 

invested capital 64.3% 71.7% 65.9% 68.8% 52.9% — 
Return on investment 11.7% —4.5% 9.2% 10.1% 29.7% 57.7% 

OPERATING 


International Service Only 


Passengers carried 186,706 149,968 106,830 65,340 26,797 23,093 

Passenger miles (000’s) 704,855 590,770 432,878 256,755 117,196 100,209 

Freight ton miles (000’s) — 462 2,231 — — — 

Aircraft miles (000’s) D092 4,958 2,653 Pysy)|72 1,338 1,190 

Aircraft hours 11,413 10,139 6,469 5,210 2,829 2,689 
PERSONNEL 

Average number of employees 470 429 340 300 231 “ 


Employee wages and 
benefits (000’s) $ 4,180. $ 3,600. $ 2,733. $ W825. $ 1,080. $ 786. 


*Not Available 


DISTRIBUTION OF CAPITAL 


SHAREHOLDERS SHARES HELD PERCENTAGE 
1971 1970 1971 1970 1971 1970 
Canada 1,387 1,402 3,231,320 3,197,045 99.81% 98.76% 
United States 14 16 4,480 39,255 14% 1.21% 
Other 6 5 1,600 1,100 05% 03% 


1,407 1,423 3,237,400 3,237,400 100,00% 00.00% 
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